THE CITY OF SAN Dieco
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Committee

Agendaof April 25, 2007
REFERENCE: Office of the Independent Budget Analyst Report 06-26
REQUESTED ACTION:  Informational Report Only
SUMMARY:

In 1972 the City Council established the Environmental Growth Fund (EGF) through a
City Charter amendment for the exclusive purpose of preserving and enhancing the
environment of the City as deterrnined by the City Council. The. City deposits 25% from
a 3% franchise fec on San Diego Gas and Electri¢ (SDG&E) revenues for the
transmission and distribution of gas, electricity, and steam within the City to the
Environmental Growth Fund. In accordance with City Charter Section 103.1a
(Attachment 1), one-third of the Environmental Growth Fund shall be used for the
purpose of preserving and enhancing the erivironment and shall be allocated to operations
and maintenance costs. Two-thirds of the Environmental Growth Fund shall be used
exclusively to pay principal and interest on bonds of any nature issued for the acquisition
of open space lands. If there are no outstanding bonds or if two thirds of the monies paid
into the Environmental Growth Fund exceed the amount necessary to service any
outstanding bonds issued for the above purposes in any fiscal year, then those monies
shall be used exclusively for the purpose of preserving and enhancing the environment of
the City in whatever manner is deemed appropriate by the City Council. San Diego
Municipal Code Section 63.30 (Attachment 2) provides further direction regarding the
usec of EGF.

In Fiscal Year 2004, the City Council authorized the partial refunding of the San Dicgo
Open Space Facilities District No. 1 General Obligations Bonds. As a result of this
action, debt payments funded by a transfer from the two-thirds EGF to the Open Space



Facilities District fund dropped from approximately $7.2 million in FY 2004 to $715,000
in FY 2006. The remaining debt service payments are scheduled as follows: $437,025 in
FY 2008 and $434,600 in FY 2009 (final payment). .

Since Fiscal Year 2006; reduced paymients for debt service has allowed programming of
the two-thirds for park maintenance and capital projects. The following tables reflect
major program expenditures included in the FY 2005-2007 Adopted and FY 2008
Proposed Budgets for EGF. Attachment 3 lists the capital projects that were funded in
the EGF Two-Thirds in the FY 2007 Adopted Budget.

In FY 2007, the total General Fund budget for recreation and maintenance in the Park and
Recreation Department (excluding Mt Hope Cemetery) is $82.5 million of which $53.6
million is estimated for park maintenance. Of the total park maintenance budget, $8.8
million is funded by EGF. An additional $1.7 million of park maintenance is directly
funded by EGF. The Mayor’s Five-Year Financial Outlook recommends continuation of
the reimbursements to the General Fund from EGF for existing park maintenance
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Park System Master: Plan : $0 . $0 $0 $0
SD River Master Plan $100,000 $100,000 50 $0
Assessment Reserve $12,032 $13,492 $15,264 $17,242
MAD Reimbursements $120,323 $134,923 $152,640 5172415
Regional Park Meinténance/Open Space Maintsnance $2,111,779 $2,006,964 $2,400,415 $2,594,970
Reimbursement of Eligible Open Space Maint. $0 $0 $0 $350,000
Reimbursement of Eligible Park Maint. $1,500,000 $1,500,000 $1,000,000 $1,548,441
Transfer to Los Penssquitos $25,000 $55,000 $55,000 $55,000
Twrf and Field Rehabilitation Reimbursement $330,000 $330,000 $330,000 $330,000

$4,399,164 34,430,379 $4,153,319 $5,068,068

Park and Recreation Capital Improvements $0 § 32,500 000 50
District No. 1 for Bond Intercst and Redeimption $7,311,468 $715,000 $715,000 $437,025
Park Maintenance Reimbursement $0 $6,600,000 $7,100,000 $8,896,882
Transfer to OHS $0 $2,191 $0 30

$7,311,468 $7,317,191  $10,315,000 $9,333,907
functionis in FY 2009 through FY 2013. Franchise fee revenue that funds the EGF is

expected to grow 7.5% each year. Currently there is no proposed plan for the $434,600
which will become available in FY 2010 after the debt service has been retired.
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. The Mayor's Five-Year Financial Outlook recommends

contmuatlon of General Fund reimbursements from EGF. Reductions in these General
Fund reimbursements may impact park programs and/or services.

_ TAK AD D IMPACTS: This is an informational
report. Key stakeholders w11] be mcluded if action is taken in the future.

Respectfully submitted,

L Lop GL

2 M. Goldstons
‘Chief Financial Officer

Rick Reynolds
Assistant Chief Operating Officer

Attachments: 1. City Charter Section 103.1a: Environmental Growth Fund
2. San Diego Municipal Code Section 63.30: Utilization of the

Environmenta) Growth Fund
3. List of Capital Projects Funded from EGF 2/3rds Fund Balance in
' ‘F¥Y 2007 Adopted Budget
4. Unaudited Actual Expenditures Compared to Budget, Flscal Years
2005-2006



Attachment 1

City of San Diego City Charter
* Article VII: FINANCE

Section 103.1a: Environmental Growth Fund

There is hereby created a fund in the City Treasury, to be known as the Environmental
Growth Fund. Into this fund each year there shall be placed 25 percent of all moneys
derived from the revenues accruing to the City from any franchises for the transmission
and distribution of gas, electricity and steam within the City of San Diego.

The Environmental Growth Fund shall be used exchusively for the purpose of preserving
and enhancing the environment of the City of San Diego in whatever manner is deemed
appropriate by the City Council of The City of San Diego; provided, however, that two-
thirds of the moneys paid into the Environmental Growth Fund shall be used exclusively
as debt service for bonds of any nature issued for the acquisition, improvement and
maintenance of open space to be used for park or recreational purposes. In connection
with the issuance of any general obligation bonds for the acquisition, improvement and
mainteniance of open space to be used for park or recreational purposes, the Council may
pledge up to two-thirds of the Environmental Growth Fund to the payment or security of
such general obligation bonds and the interest thereon and may so state in any ordinance
calling an election authorizing the issuance of said general obligation bonds. If there are
no such bonds outstanding or if two-thirds of the moneys paid into the Environmental
Growth Fund exceed the amount necessary to service any outstanding bonds issued for
the above purposes in any fiscal year, then in those events, and those eveats only, the
moneys set aside for debt service of said bonds or that portion of said moneys which is
not needed for debt service of said bonds, shall be used, if at all, exclusively for the
purpose of preserving and enhancing the environment of the City of San Diego in
whatever manner is deemed appropriate by the City Council of The City of San Diego.

(Addition voted 06-06-1972; effective 08-03-1972,)



Attachment 2

San Diego Municipal Code
Chapter 6: Public Works and Property

§63.30 Utilization of the Environmental Growth Fund

Pursuant to the Environmental Growth Fund provision of the San Dlego Charter section
103.1a, it is incumbent upon the City Council of the City of San Diego to use moneys
derived from that fund exclusively for the purpose of preserving and enhancing the
environment of the City of San Diego. '

The City Council of the City of San Diego, in implementing said Charter provision, shall
allocate all moneys within the fund not employed to pay the debt service on bonds, as set
forth in San Diego Charter section 103.1a as follows: '

()

(®)

©

(d)

The difference between two-thirds of the Environmental Growth Fund and the
amount actually necessary to make principle and interest payments on outstanding
open space bonds shall be accumulated and utilized solely for the purpose of
providing funds for the acquisition of open space lands.

The remaining one-third of the Environmental Growth Fund shall be used for the
purpose of preserving and enhancing the environment and shatl be allocated to
utilization each year, by the City Council, during the budget process, in
accordance with the following priorities:

(1)  Open space maintenance, including litter removal and control;

(2)  To provide matching funds for acquiring open space in cooperation
with other private or governmental entitics;

(3)  Regional Park maintenance;

(4  Any other purposes consistent with the San Diego Charter section
103.1a.

The City Manager of the City of San Diego shall prepare, for approval by the City
Council, regulations for the administration of the open space matching grant

program,

If the City Manager determines that anticipated revenues in any fiscal year will be
insufficient to maintain existing City services necessary for preserving and
enhancing the environment, the City Manager may ask the City Council to
temporarily suspend compliance with this Section in order to allow
Environmental Growth Funds to be allocated consistent with San Diego Charter

-section 103.1a. A majority vote of the City Council can temporarily suspend

compliance with this Section for that fiscal year. Creating & mechanism for the
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suspension of this Section is necessary to prevent the abrogation of duties,
obligations, and prerogatives of the City Council in the preparation and passage of
the Annual Appropriation Ordinance pursuant to San Diego Charter section 71.

(Amended 3-17-2003 by 0-19159 N.S))



Attachment 3

List of Capital Projects Funded from EGF 2/3rds Fund Balance in FY 2007
Adopted Budget

The following projects were funded from the EGF 2/3rds fund balance in the FY 2007
Adopted Budget.

CD_CIPno. Title Budget
8 |29-424.0 Beyer Boulevard Local Staging Area and Trail $250,000
1,2 | 29-913.0 [ Coastal Bluff Erosion and Access $450,000

29-910.0 | Open Space Improvements

1,5 ' Los Peiiasquitos $200,000
7 Cowles Mountain Trails $200,000
6 Tecolote Drainage $350,000
3 Balboa Park - Arizona Landfill Reclamation Test Plot $300,000
4 North Chollas Open Space Enhancement $250,000
6 129-911.0 | San Diego River Improvements $500,000
' TOTAL $2,500,000




Attachment 4

Unaudited Actual Expenditures Compared to Budget
Fiscal Years 2005-2006

Open Space Capital Projects §200,030 $16,726 $183,304 $290,000 S135,506 S$154,4%M
Park System Master Plan 30 30 S0 $0 50 50
SD River Master Plan $100,000 $0  $100,000 $100,000 $0  $100,000
Assessment Reserve $12,032 L] 812,032 $13,492 S0 $13,492
MAD Reimburserments $120,323  $120,323 $0 $134,923  §131,685 $3,238
Regional Park Maint./Open Space Maint. $2,111,779 $2,180,824  (569,045) $2,006,964 32,134,906 ($127,942)
Reimbursement of Eligible Open Space Maint, 50 30 $o $0 $0 L))
Reimbursement of Eligible Park Maint. $1,500,000 $1,500,000 SO $1,500,000 $1,275,000  $225,000
Transfer to Los Penasquitos $25,000 $25,000 $0 §55,000 $55,000 30
‘Turf end Field Rehabilitation Reimbursement $330,000 $330,000 $O §330,000 $330,000 50
Prior Year Expenditures SO__$133.254 (§133,254) S0 §39,323  (839,323)

§4,399,164 $4,306,127 $93,037 84,430,379 $4,101,420  §328,959

Park and Recreation Capital Improvernents 50 0 30 $0 SO0 S0
District No. 1 for Bond Interest and Redemption §7,311,468 $9,812,468 ($2,501,000) $715,000 $715,000 $0
Park Maintenance Reimburssment 50 $0 $0 $6,600,000 $6,600,000 $0
Transler to OHS . 0 $0 $0 $2,191 $0 $2,191
SEC Allocation §0 $0 0 $2,191 $9,000 (36,809)

37,311,468 §9,812,468 (32,501,000} $7,319,382 §7,324,000 (34,618)



